
COHMONWEALTH OF K E N T U C K Y  

BEFORE T H E  PUBLSC SERVICE COMMISSION 

* * * * * 

In the Matter of: 

THE A P P L I C A T I O N  OF P B ) 
C O R P O R A T I O N  ( F O X B O R O  
MANOR) FOR A N  A D J U S T -  1 
HENT OF RATES PURSUANT ) CASE NO. 8682 
TO T H E  ALTERNATIVE 1 
PROCEDURE FOR SMALL ) 
U T I L I T I E S  1 

O R D E R  

O n  October  18, 1 9 8 2 ,  P B Corporation - Poxboro Hanor 

("Poxboro") filed an application w i t h  the Commls6ion to increase 

its rate pursuant t o  807 KAR 5:076,  Alternative Rate Adjustment 

procedure for Small Utilities ("ARP"). T h e  p r o p o s e d  rate would 

produce additional revenue of approximately $12,603 annually, an 

increase of 37 p e r c e n t .  Based on the determination herein the 

revenues of Poxboro will increase by $8,580 annually, an 

increase of 25 percent. 

A h e a r i n g  was n o t  requested in this matter, and  in 

accordance with t h e  p r o v i o l o n e  of t h e  A R P  no h e a r i n g  warn 

conducted. H o w m v o r ,  an informal meeting with all partler d u l y  

notified v a a  conducted at the requcrt of Foxboro on February 1 7 ,  

1983. T h e  decision of the Commission is based on information 

contained in the appllcatlon, written eubmlBsionm, annual 

rcporte and other documents on file i n  the Commission offices. 



A formal motion w a s  made by lir. Charlce Lind, Louisville. 

Kentucky, a customer of Foxboro to intervene in these 

proceedings, which motion waa granted. No other motions or 

documents were filed by Ut. Llnd. 

COMMENT ARP 

Foxboro i s  a privetely-owned eewage t r e a t m e n t  eyotea 

serving approximately 341 customers in Jefferson County. 

TEST PERIOD 

T h e  Cornmiasloo has adopted the 12-month period ending 

December 31, 1981, 8 8  the t e s t  period for determining the 

reaeonableness of the propoeed rates. In utilizing the 

hietorical t e a t  p e r i o d ,  the Commission has given full 

consideration to known and measurable change6 found reamonable .  

REVENUES AND E X P E N S E S  

T h e  ARP wa8 e s t a b l i s h e d  t o  provide a eimpliflcd and lees 

e x p e n s i v e  method f o r  s m a l l  u t i l i t i e s  to  apply for rate increases 

with the Coaalssion. In this case the financial data from t h e  

1981 annual report has been used ae the basis for determining 

the revenue requirerente. Foxboro p r o p o e e d  no specific 

adju8tmtatm to the  test  period operating r t s t e a c n t .  The 

following adjustments have  been 8ade by the Commission, i n  

accordrncr u l t h  i t #  normal rate-making practice8, to Foxboro'a 

t e s t  period operating 8 t a t c m e n t  t o  reflect actual and 

anticipated operating conditlona: 

O p e r a t i n g  Revenue 

Foxboro'a 1981 operating statement reflects total 

operating revenue of $29,793 from monthly sewer charges.  
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Eowever, based on the number  of c u s t o m e r s  l i s t e d  in t h e  

a p p l i c a t i o n ,  r e v e n u e  s h o u l d  a p p r o x i m a t e  $ 3 4 , 3 3 2  a n n u a l l y . ’  This 

d i s c r e p a n c y  we8 r8ised In t h e  C o e m i a s i o n ‘ ~  O r d e r  d 8 t r d  J8nu8ry 

11,  1983.  The responee from F o x b o r o  c l e a r l y  re f l ec t0  t h 8 t  

r e v e n u e 8  r e p o r t e d  in t h e  a n n u a l  report were b a e e d  on  t h e  n e t  

r e m i t t a n c e  t o  Foxboro f r o n  Louisville Water Compsny (“LWC”). 

LWC p r o v i d e s  t h e  b i l l i n g  a n d  c o l l e c t i o n  s e r v i c e  for P o x b o r o  a n d  

r u b t r a c t s  i t s  b i l l i n g  fee and a n y  o t h e r  a p p l i c a b l e  c h a r g e s  f r o m  

t h e  r e v e n u e  b e f o r e  remitting the  n e t  a m o u n t  t o  Poxboto. T h e  

Commission f i n d 8  that t h e  p r a c t i c e  of r e p o r t i n g  t h e  net amount 

r e c e i v e d  from LWC as r e v e n u e  l e  n o t  in compli8nce w i t h  the 

U n i f o r m  S y a t e m  o f  Accounts for Sewer Utilities se adopted by 

this Commission. T h e r e f o r e ,  an a d j u s t m e n t  of $ 4 , 5 3 9  has been 

made t o  increase  o p e r a t i n g  r e v e n u e  to r e f l e c t  the a n n u a l  r e v e n u e  

b a s e d  on t h e  r a t e s  p r e s e n t l y  i n  e f f e c t  for Foxboro and the 

number  of customers a t  the e n d  of t h e  t e s t  p e r i o d .  

E l e c t r i c  Expense 

In r e s p o n s e  t o  t h e  Comnisrlon’a O r d e r  d a t e d  November 5, 

1982, Poxboro f u r n i s h e d  copies of i t s  monthly e l e c t r i c  b i l l .  f o r  

t h e  t e a t  p e r i o d .  I n  a c c o r d a n c e  w i t h  Commise ion  p r a c t i c e  the 

umrge from t h e  moathlp b i l l s  was a p p l i e d  to the moat recent 

rrtem on f i l e  for t h e  e l e c t r i c  u t i l i t y  w h i c h  o e r v e e  Foxboro t o  

arrive  at pro forma e l e c t r i c  e x p e n s e .  No e v i d e n c e  h a s  been 

. ~~ ~ 

$8.39 X 3 4 1  curtoaarr X 1 2  rontha .I 434,332. 
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Qr80ented w h i c h  would i n d i c a t e  t h s t  t e a t  p e r i o d  e l e c t r i c  u a a g e  

1s 8 b n o r m a l .  T h e r e f o r e ,  t h e  Commise ion  hag d e t e r m i n e d  t h a t  a n  

a d j u s t m e n t  of $ 9 5 5  s h o u l d  be made to i n c r e a s e  e l e c t r i c  e x p e n s e  

t o  r e f l e c t  t h e  i n c r e a s e  i n  e l e c t r i c  rates s u b s e q u e n t  t o  the test 

prt lod.  

Rep8irtii 

T h e  response t o  t h e  C o m m l s s f o n ' a  Order d a t e d  J a n u a r y  5 ,  

1983, r e f l e c t s  t h a t  a "3 HP D a y t o n  Kotor" costing $336 a n d  a 

" Z o e l l e r  Pump" c o s t i n g  $102  were p u t c h a a e d  d u r i n g  the t e e t  

p e r i o d  a n d  c h a r g e d  to r e p a i r s .  T h e  i t e m s  a re  r e p l a c e m e n t 6  for 

e x i s t i n g  a s se t e .  T h e  Commission i s  of t h e  o p i n i o n  t h a t  the 

e x p e n s i n g  of t h e s e  items is n o t  i n  conformity with g e n e r a l l y  

a c c e p t e d  a c c o u n t i n g  p r i n c i p l e s .  T h e 6 e  iterne w i l l  b e n e f i t  a 

p e r i o d  g r e a t e r  t h a n  year a n d  6 h o u l d  be c a p i t a l i g e d  a n d  

d e p r e c i a t e d  o v e r  the e s t i m a t e d  u s e f u l  l i v e s .  An a d j u s t m e n t  of 

$438 has been m a d e  to reduce r e p a i r e  e x p e n o c  a n d  a n  6 d j U S t r n e n t  

h a e  b e e n  made t o  i n c r e a s e  d e p r e c i a t i o n  e x p e n s e  by $88 b a s e d  on  a 

5-year  eatimated u s e f u l  l i f e .  

M a i n t e n a n c e  

T h e  r e s p o n s e  t o  t h e  C o s m i r e l o n ' s  O r d e r  d a t e d  J a n u s r y  5 ,  

1983,  r a l l o c f r  t h a t  a chargo of $ 3 4 6  w r a  r a d .  t o  t a 8 t  p o r l o d  

m a i n t e n a n c e  expense f o r  c o n n e c t i n g  8 new c o m p r e s s o r  and motor. 

T h r  C o a m i r r i o n  i r  of t h e  opinion t h a t  t h e  r e c o g n i t i o n  of t h i r  

item a8 a n  e x p e n s e  ir n o t  i n  a c c o r d a n c e  with g e n e r a l l y  a c c e p t e d  

a c c o u n t i n g  p r i a c i p l e e .  T h e  c o s t  of i n s t a l l a t i o n  s h o u l d  be 

c a p l t r l l r e d  w i t h  the c o a t  of the a e a e t  r e f l e c t e d  in p l a n t  I n  

etrvlce a n d  applicable d e p r e c i a t i o n  expense recognized o v e r  the 
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es t ima ted  u s e f u l  l i f e .  T h e r e f o r e ,  a n  a d j u s t m e n t  of $ 3 4 6  has 

b e e n  made t o  decrease tes t  p e r i o d  m a i n t e n a n c e  e x p e n s e  a n d  

d t p r e C i 8 t i O n  e x p e n s e  h a 0  b e e n  i n c r c a a e d  by $69 t o  r e f l e c t  a n n u a l  

d e p r e c i a t i o n  o v e r  e 5 - y e a r  e s t i m a t e d  u s e f u l  l i f e .  

T h e  r c e p o n a ~  to t h e  Coamimoion'8 Ordor d 8 t . d  February 2 4 ,  

1 9 8 3 ,  reflects t h a t  t h e  m o n t h l y  c h a r g e  for r o u t i n e  m a i n t e n a n c e  

s e rv i ce  w a s  decreased from $ 8 5 0  to $600 e f f e c t i v e  Hatch 1 ,  1983.  

d u e  eo a c h a n g e  i n  t h e  p a r t y  p r o v i d i n g  t h i s  s e r v i c e .  T h e r e f o r e ,  

a n  o d j u e t n e n t  of $3,000 h a s  b e e n  made t o  r e d u c e  t e u t  p e r i o d  

m a i n t e n a n c e  e x p e n s e  to r e c o g n i z e  the r e d u c t i o n  i n  t h e  m o n t h l y  

maintenance fee .  

T h e  c h a n g e s  m e n t i o n e d  above r e s u l t  i n  t o t a l  adjusted 

r e i n t e n a n c e  e x p e n s e  of $ 1 3 , 2 0 0 .  

B i l l i n g  E x p e n s e  

Ae r t s t e d  p r e v i o u e l y  i n  t h i r  Order, Foxboro r e p o r t 8  the 

n e t  amount r e c e i v e d  f r o m  LWC a s  o p e r a t i n g  r e v e n u e .  B e c a u s e  of 

t h i s  p r a c t i c e  t h e  b i l l i n g  f e e  c h a r g e d  by LWC l e  not being 

r e p o r t e d  as aa cxpcnre i n  Foxboro's operating r t a t s m e n t .  The 

Commission finds t h a t  this prac t f ce  4 s  n o t  i n  c o n f o r m i t y  v i t h  

t h e  Uniform S y s t e m  ob Accountr .  T h e r e  axpenrer  r h o u l d  be 

P d s n t l f i e d  and r e c o r d e d  on t h e  o p e r a t i n g  a t a t e l e n t  on an 8 c c r u a l  

b a s i s .  Copies of r c m l e t a n c e  a d v i c e 8  from LWC have been flled 

w h i c h  r e f l e c t  total b i l l i n g  expense o f  5 1 , 5 0 4  for the t e s t  

period. T h e r e f o r e ,  a n  a d j u s t m e n t  of $ 1 , 5 0 4  h a s  been oedc t o  

i acreaec  b i l l i n g  expense f o r  t h e  t e a t  p e r i o d  t o  r c c o g n l t c  the 

omi88ion of t h i s  item. 



Item No. 3 of the r c s p o n s e  to the Commission's Order 

dated February 2 4 ,  1983, states that t h e  average collection 

charge p e r  b i l l  was $ . 7 7  in 1982 and that i t  was a n t i c i p a t e d  

that this would i n c r e a s e  to s . 8 1  p e r  h i l l  in 1983. T h e  

Cornmission typically makes adjustments to reflect increases in 

collection fees in scwcr  utility c a s e s .  Foxboro was asked e o  

file a verifiable estimate of any increasc. nntfcipated for this 

e x p e n s e ,  whlch I t  failed to do. No other cvldence has been 

submitted which would allow the Commission to consider an 

increase In t h e  expense. Therefore, the Commission has 

determined that no adjustment should be made in this Instance. 

Other Deductions - Contractual Obligotions 
T h e  sewage facilities of Foxboro were orlglnfllly 

developed in 1961 by Middletown Meter District ("Middletown") 

pursuant to an agreement with Dorsey Development Company 

("Dorsey"). The agreement required Dorsey to d e s i g n  and build 

the necessary sanitation facilities f o r  Foxboro Hanor Subdivi- 

sion and Middletown to reimburse Dorsey for the cost of the 

fscilltics by collccting; $2 p e r  ciietomcr pcr month from ecctione 

1 a n d  2 of the eubdlvislon. T h e  tote1 costs to hr rccovercd b y  

Dotory w o t c  $ 1 6 7 , 7 4 8 .  

In 1964 Cambron-Kendall, Inc. , ("Cambron") acquired 

Foxboro Manor Subdivision and c n g a c e d  In furthrr dcvclopmcnt of 

t h e  eubdivision and also made  additions to t h e  sanitation 

facilities initfally started by Dorsey. Some time during the 

mid-1960's Middletown m e r g e d  wlth LWC and conveyod l t o  portion 



of the sewage facilities to Cambron. A s  p a r t  o f  t h i e  c o n v e y a n c e  

Cambron a g r e e d  t o  a s s u m e  M i d d l e t o w n ' s  obligation of collect in^ 

t h r  $2 c h a r g e  f r o m  t h e  c u s t o m e r s  I n  s c c t i o n s  1 a n d  2 a n d  r c m i t -  

t i n g  I t  to D o r s e y .  I n  1 9 6 4  Doreey, for r e a s o n s  u n d i e e l o e e d ,  

aeelgncd a p o r t i o n  of  i t s  r i g h t 6  u n d e r  t h i s  a g r e e m e n t  t o  Mr. 

C l i f f o r d  A .  Knopf. A t  t h e  p r e s e n t ,  o n e - t h i r d  of t h e  c o l l e c t i o n s  

a re  r e m i t t e d  to Mt. Knopf a n d  t w o - t h i r d s  t o  Dorsey. In 1 9 7 0  

Cambron was a c q u i r e d  by P B C o r p o r a t i o n  w h i c h  is t h e  p r e s e n t  

owner of Foxhoro. 

I t  w a s  n o t  u n t i l  D e c e m b e r  of 1 9 8 2  t h a t  Foxboro became 

aware of t h e  e x a c t  c i r c u m s t a n c e s  of t h e  p a y m e n t s  t o  D o r s e y  a n d  

Its assignee. A s  m e n t i o n e d  i n  a p r e v i o u s  s e c t i o n  of t h i s  O r d e r ,  

LWC p e r f o r m s  t h e  b i l l i n g  a n d  c o l l e c t i o n  f o r  Foxboro. LWC sends 

paymen t  d i r e c t l y  t o  Dorsey and its a s s i g n e e  and r e m i t s  t h e  n e t  

amoun t  t o  Foxboro a f t e r  d e d u c t i n g  the c o l l e c t i o n  f e e .  Foxboro 

has n o t  been d i r e c t l y  i n v o l v e d  in complying w i t h  the terms of  

the a g r e e m e n t .  B e c a u s e  of Foxboro's lack of k n o w l e d g e  a b o u t  t h e  

a r r a n g e m e n t ,  t h e r e  h a s  b e e n  no d i s c l o s u r e  i n  F o x b o r o ' s  books. 

A s  m e n t i o n e d  p r e v i o u s l y ,  t h e  $ 2  c h a r g e  o n l y  p e r t a i n s  t o  the 

customers I n  s e c t i o n s  1 and 2 .  l i owever ,  a l l  of t h c  c u s t o m e r s  of 

Foxboro u s e  t h e  same t r c a t m c n t  p l a n t .  Foxboro hee no p r o v i s i o n  

i n  its t a r i f f  r e q i i l r l n g  ctirrtomcrr, of ncctians 1 n n d  2 to p a y  e n  

additlonal $2. A l l  of Foxboto's customers p a y  t h e  same rate. 

Foxboro is n o t  o b l i g a t e d  t o  p a y  the amoun t  l l e t e d  I n  t h e  

c a n t t a c t  b u t  I I C C V V R  an nn i n t c r m t - d i a r y  i n  c o l l ~ c t i n g  thc  amoun t  

from t h e  cu6tomer and remitting it t o  D o r s e y  a n d  H r .  Knopf. 
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Therefore, t h e  Comiiseioa is of the opinion that the outecsndfng 

balance due t o  Dorsey and Hr. Knopf e h o u l d  not be i n c l u d e d  a8 8 

liability on Foxboro'o balance sheet  because Foxboto Is aot 

primarily l i a b l e .  However, a direlosure of the e x a c t  t e r m s  

should be noted in the financial statements. Since all of the 

customera from the subdivision derive benefit f r o m  use of t h e  

treatment plant the Commission ha6 determined that the annual 

remittance associated with thle contractual arrangement should 

be included in Foxboro'u operating statement as a recovery of 

cost. This treatment allows t h e  establishment of a uniform rate 

for all the custometa, which  io fair and c q u i t 8 b l c  in l i g h t  of 

the unique  facts of t h i s  case. Uoreover, since the customere 

are telmburriag certain parties f o r  a p o r t i o n  of the eoet of the 

treatment p l a n t  and lines the Commieelon finds that these asset8 

should be treated a8 c o n t r i b u t e d  property and therefore. ha8 

disallowed depreciation on these assets in a subsequent OeCtiQn 

of this Order. To allow depreciation would in e f f e c t  allow 

d o u b l e  recovery on those coete incurred during the initial 

development of t h l r  r y r t e m .  Copier of the remittance advicer 

from LWC reflect that $ 2 , 4 2 4  warn paid durinR t h e  t m 8 t  per iod  

undat  t h e  t e r m s  of c h i .  contractual arrangement T h e r e f o r e ,  an 

adjustment he6 been made t o  increaae te6t period operating 

expeneem by thir a m o u n t -  
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D e p r e c i a t i o n  

D e p r e c i a t i o n  e x p e n s e  of $ 3 , 8 1 3  r e p o r t e d  i n  t h e  test 

p e r i o d  o p e r a t i n g  s t a t e m e n t  I s  based o n  p l a n t  i n  s e r v i c e  of 

$258.436. I t e m  N o .  14 of t h e  r e s p o n s e  t o  t h e  Commission's 

O r d e r  d a t e d  November 4, 1 9 8 2 ,  r e f l e c t s  t h a t  $ 3 4 8 , 8 7 5  of  t h e  

t o t a l  sewer p l a n t  i n  s e r v i c e  w a s  r e c o v e r e d  t h r o u g h  t h e  s a l e  of 

lots. T h e  contractual o b l i g a t i o n  r e f e r r e d  t o  in a p r e v i o u s  

s e c t i o n  of t h i s  O r d e r  requires $ 1 6 7 , 7 4 8  t o  be p a i d  t o  t h e  

o r i g i n a l  d e v e l o p e r s  a s  r e i m b u r s e m e n t  for t h e  c o s t  of t h e  

t r e a t m e n t  p l a n t  a n d  l i n e s .  T h i s  a m o u n t  1s to b e  p a i d  t h r o u g h  a 

$ 2  m o n t h l y  a s s e s s m e n t  on t h e  customers of s e c t i o n s  1 a n d  2 .  I n  

a d d l t i o n ,  the sewer s y s t e m  t i a s  c h a n g e d  ownership t w i c e  since i t s  

i n i t i a l  d e v e l o p m e n t  i n  1 9 6 1 .  T h e  r e c o r d s  f i l e d  i n  this c a s e  

have f a i l e d  to p r o v i d e  c o n c l u s i v e  e v i d e n c e  of t h e  o r i g i n a l  c o s t  

of the sewer facilities t r a n s f e r r e d .  

The e v i d e n c e  h e r e i n  s u p p o r t s  a c o n c l u s i o n  t h a t  the t o t a l  

i n v e s t m e n t  i n  u t i l i t y  p l a n t  i n  s e r v i c e  a t  t h e  end of  t h e  t e s t  

p e r i o d  h a s  b e e n  o r  will be r e c o v e r e d  e i t h e r  t h r o u g h  a d i r e c t  

c o n t r i b u t i o n  or t h r o u g h  r a t e s  u n d e r  t h e  a f o r e s a i d  c o n t r a c t u a l  

o b l i g a t i o n .  T h e r e f o r e ,  I n  t h e  a b s e n c e  of s u p p o r t i n g  e v i d e n c e  of 

t h e  v a l u e  of, a s  w e l l  a s  i n v e s t m e n t  by Foxboro in, p l a n t  i n  

s e r v i c e ,  t h e  Commission find8 t h a t  a c t u a l  t e s t  p c r i o d  

$ 3 7 2 , 9 5 1  - $ 1 1 4 , 5 1 5  = $258,436 
Total P l a n t  - C o n t r i b u t i o n s  i n  A i d  of  C o n s t r u c t i o n  - 
D e p r e c i a b l e  P l a n t .  

2 
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d e p r e c i a t i o n  e x p e n s e  of $3,813 s h o u l d  be  e x c l u d e d  f o r  

r a t e - m a k i n g  p u r p o s e s .  T h i s  a d j u r t a c n t  r c e u l t s  i n  t o t a l  t e s t  

p e r i o d  d e p r e c l a t i o n  e x p e n s e  of $ 1 5 7 ,  b a s e d  on  p r e v i o u s  s e c t i o n s  

l a  t h i s  O r d e r  c o n c e r n i n g  t h e  c a p i t a l i z a t i o n  of c e r t a i n  i t e m s  

c h a r g e d  t o  r e p a i r e  a n d  m a i n t e n a n c e .  

T a x e s - O t h e r  T h a n  Income  

F o x b o r o  h a s  n o t  p a i d  p r o p e r t y  t a x e s  of $644 r e l a t i n g  t o  

t h e  t es t  period a l t h o u g h  i t  u s e d  t h i s  amoun t  as p a r t  of l t e  

basle In determining t h e  propoeed rates. T h i s  expense was n o t  

i n c l u d e d  i n  t h e  t e s t  p e r i o d  o p e r a t i a g  s t a t emen t .  T h e  U n i f o r m  

S y s t e m  of A c c o u n t s  for Sewer U t i l i t i e s  a s  p r e s c r i b e d  by t h i e  

Commise ion  r e q u i r e s  t h e  use of t h e  a c c r u a l  b a s i a  of a c c o u n t i n g .  

T h e r e f o r e ,  t h e  Commiss ion  h a o  made a n  e d j u e t m e n t  of $644 t o  

i n c r e a s e  T a x e s - O t h e r  t h a n  Income  f o r  t h e  t e s t  p e r i o d .  

Income  T e x e s  

The Commios ion  h a 8  made a n  a d j u s t m e n t  of $516  t o  i n c r e a s e  

t e a t  p e r i o d  i n c o m e  t a x  e x p e n s e  b a s e d  o n  t h e  n e t  i n c o m e  p r o v i d e d  

as a result of the rates approved i n  t h i e  O r d e r  a n d  t h e  

8 p p l l c a b l e  1983 c o r p o r a t e  I n c o m e  t a x  re tes .  

I n t e r e s t  E x p e n s e  

l o x b o r o ' s  o p e r a t i n g  r t e t e m e n t  reflects i n t e r c r t  expcnrc  

o n  l o n g - t e r m  d e b t  o f  $ 2 , 5 7 5  f o r  t h e  t e s t  p e r i o d .  T h e  1 9 8 1  

balance shee t  r e f l e c t s  long t e r m  d e b t  o u t a t a n d i n g  of $18,000 a t  

t h e  b e g i n n i n g  a n d  a t  t h e  e n d  of t h e  test p e r i o d .  The p r i n c i p a l  

.mount of t h e  d e b t  o r i g i n a t e d  i n  1 9 7 7 .  Poxboro'm p o r t i o n  of t h e  

t o t a l  p r o c e e d e  from t h e  d e b t  amoun ted  to 5 3 0 . 0 0 0  w i t h  $ 9 , 1 3 7  

u r e d  t o  p a y  t h e  b a l a n c e  of a debt  a s s o c i a t e d  w i t h  t h e  p u r c h a s e  
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of the sewer s y s t e m  i n  1 9 7 0  e n d  $ 2 0 , 8 6 3  t o  pay o p e r a t i n g  

e x p e n s e s .  T h i s  i n f o r m a t i o n  c l e a r l y  s h o w s  t h a t  a p p r o x i m a t e l y  7 0  

p e r c e n t  of F o x b o r o ' s  o u t s t a n d f n g  d e b t  a t  t h e  e n d  of the t e s t  

p e r i o d  is a t t r i b u t a b l e  t o  p r i o r  y e a r s '  o p e r a t i n g  e x p e n s e s .  

The Cornmiss ion  h a e  t a k e n  t h e  p o e i t i o n  i n  p r e v i o u s  c a s e s  

t h a t  t h e  management of a u t i l i t y  i s  responsible for t h e  p e r i o d i c  

r e v i e w  o f  u t i l i t y  o p e r a t i o n s  to a s c e r t a i n  t h e  n e e d  f o r  a n  

I n c r e a s e  i n  r e v e n u e s .  F o x b o r o ' s  d e c i s i o n  to i n c u r  d e b t  to m e e t  

o p e r a t i n g  c x p e n s c s  r a t h e r  t h e n  eeck n n  Inc rc .nso  i n  r v v e n u p n  

r e s u l t s  i n  a n  u n d u e  b u r d e n  o n  t h e  p r e s e n t  r a t e p a y e r s  i n  t h e  form 

o f  i n t e r e s t  e x p e n s e .  T h e r e f o r e ,  t h e  Commission h a s  d e t e r m i n e d  

t h a t  i n t e r e s t  expense  f o r  t h e  t e s t  p e r i o d  s h o u l d  be r e d u c e d  by 

$ 1 , 7 5 1  t o  e l i m i n a t e  t h e  i n t e r e s t  c x p c n s e  o n  f u n d s  borrowed t o  

cover operating e x p e n s e s .  

A f t e r  c o n s i d e r a t i o n  of t h e  a f o r e m e n t i o n e d  a d j u s t m e n t s ,  

the C o m m i s s i o n  f l n d s  Foxboro's a d j u s t e d  test p e r i o d  o p e r a t i o n s  

to be as f o l l o w s :  

O p e r a t i n g  R e v e n u e s  
Operating E x p e n s e s  
Opcrc i t lnp :  Income  
I n t r r c a t  E x p c n n c .  

Net Income 

A c t u a l  Pro forma 
T e s t  P e r i o d  A d j u s t m e n t s  

$ 2 9 , 7 9 3  $ 4  , 5 3 9  
38,441 ( 1 , 3 9 7 )  

S < 8.64 8 )  $5,936 
2 , 5 7 5  ( 1 , 7 5 1 )  

s 7  . O H 7  

R E V E N U E  K E ~ ! ) U I H I ~ M K N T S  

F o x b o r o ' s  proposed I n c r e a s e  j n  r e v e n u e  

A d j u s t e d  
Test P e r i o d  

$ 3 4 . 3 3 2  
37,044 

$ ( 2 , 7  I2 1 
824 

v a s  based o n  

c e r t a i n  t e s t  p e r i o d  o p e r a t i n g  e x p e n s e s  w h i c h  were u n p a i d  a B  of 

t h e  d a t e  of t h e  a p p l i c a t i o n  a n d  a n  o p e r a t i n g  lose for t h e  t e s t  
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p e r i o d .  The Comalssioa is of t h e  o p i n f o n  t h a t  the o p e r a t i n g  

ratio3 is a f a i r ,  j u s t  a n d  r e a s o n a b l e  method for d e t e r m i n i n g  

r e v e n u e  r e q u i r e m e n t 8  i n  t h i s  ca8e. The Commlos lon  f i n d s  t h a t  a n  

o p e r a t i n g  ratio of 88 p e r c e n t  w i l l  allow Poxboro to p a y  I t a  

o p e r a t i n g  expenses, service i t s  d e b t  a n d  p r o v i d e  a r e a 8 o n a b l e  

r e t u r n  t o  I t 8  o w n e r s .  T h e r e f o r e ,  t h e  C o m m i s s i o n  f i n d s  that 

Poxboro Is e n t i t l e d  to i n c r e a s e  I t s  rate to p r o d u c e  t o t a l  

r e v e n u e  of $ 4 2 , 9 1 2  w h i c h  w i l l  r e q u i r e  a n  i n c r e a s e  of $ 8 , 5 8 0  

a n n u a l l y .  

T h e  C o m m i s s i o n  has made a d j u s t m e n t s  t o  r e f l e c t  a n o r m a l  

l e v e l  of r e v e n u e  a n d  e x p e n s e  for r a t e - m a k i n g  p u r p o s e s .  Some of 

t h e  a d j u s t m e n t o  were n e c e s s a r y  b e c a u a e  Poxboro ' t a  r e c o r d s  d i d  n o t  

conform t o  g e n e r a l l y  a c c e p t e d  a c c o u n t i n g  p r i n c i p l e s  or b e c a u s e  

of f a i l u r e  t o  f o l l o w  a c c o u n t i n g  p r a c t i c e s  p r e s c r i b e d  by t h e  

Uniform S y s t e m  of A c c o u n t 8  f o r  Sewer U t i l i t i e s  a s  a d o p t e d  by 

t h i s  Commiss ion .  T o  t a k e  a d v a n t s g e  of the ARP, a u t i l i t y  m u s t  

m a i n t a i n  a d e q u a t e  f i n a n c i a l  r e c o r d e  a n d  s u b m i t  a c c u r a t e  a n n u a l  

r e p o r t s .  T h e r e f o r e ,  i n  the future Poxboro 8houZd m a i n t a i n  

a c c u r a t e  a n d  c o m p l e t e  r e c o r d s  i n  o r d e r  t o  c o m p l y  w i t h  t h e  

r e g u l a t i o n s  e s t a b l i s h e d  by this C o m a i s s l o n .  

SUHHARP 

The Coamission, a f t e r  e o n e i d e r a t i o n  of t h e  e v i d e n c e  of 

r a c o r d ,  f i n d .  t h 8 t r  

II O p e r a t l n g  E x p e n s e 6  + T a x e r  
Grosr R e v e n u e  O p e r a t i n g  R a t i o  



(1 )  The r a t e  in A p p e n d i x  A will p r o d u c e  g r o r r  a n n u a l  

o p e r a t i n g  r e v e n u e  of $ 4 2 , 9 1 2  a n d  i s  t h e  f a i r ,  just and 

reaeonable rate t o  be c h a r g e d  in t h a t  i t  w i l l  a l l o w  Poxboro t o  

p6y I t .  operating cxprorsr and p r o v i d e  a tcaronrbfe r u r p l u r  f o r  

e q u i t y  g r o w t h .  

( 2 )  The r a t e  p r o p o s e d  by P o x b o r o  should be denied. 

( 3 )  Poxboto h a 8  failed t o  conform t o  t h e  Uniform System 

of A c c o u n t s  for Sewer Utilities as a p e c i f i e d  h e r e i n  a n d  

sdjuutments should be aade to b r f n g  , i t s  accounting records i n t o  

compliance. 

IT IS T R E R E P O R E  ORDERED t h a t  t h e  p r o p o s e d  r a t e  i n  

Poxboro's a p p l i c s t i a n  be a n d  It h e r e b y  i o  d e n i e d .  

IT IS FURTHER ORDERED t h a t  t h e  r a t e  i n  A p p e n d i x  A be  and 

it h e r e b y  Is a p p r o v e d  for sewer s e r v i c e  r e n d e r e d  b y  P o x b o r o  on 

a n d  a f t e r  t h e  d a t e  of t h l e  O r d e r .  

IT IS FURTHER ORDERED t h a t  Foxboro s h e l l  make the 

n e c e s s a r y  a d j u s t m e n t s  to its records in t h e  areas s p e c i f i e d  

h e t e i a  la order t o  be  I n  c o a p l f a n c e  w i t h  Commiss ion  r e g u l a t i o n s .  

IT IS FURTHER ORDERED t h a t  w i t h i n  30 day. of t h e  d a t e  of 

thio O r d e r  Qoxboto s h a l l  f i l e  i t 8  r e v i s e d  t a r i f f  s h e e t 8  s e t t i n g  

out the rate  a p p r o v e d  h e r e i n .  

Dons r e  Q r m n k f o r t ,  Kentucky, thio 25th day of April, 1983 

7 

ATTEST 8 
Coasiarioner Q 

* 
S e c r e t a r y  



A P P E N D I X  A 

APPENDIX TO A N  ORDER OF TWE KENTUCKY PUBLIC SERVICE 
COMMISSION IN CASE NO. 8682 D A T E D A p r i l  25, 1983. 

The following r a t e  i s  prescribed for a l l  cus tomere  

s e r v e d  by P B  Corporat ion-Foxboro  Manor. A l l  o t h e r  r a t e s  and 

c h a r g e s  n o t  s p e c i f i c a l l y  mentioned h e r e i n  s h a l l  remain t h e  same 

as those i n  e f f e c t  p r i o r  t o  the date of this O r d e r .  

R e s i d e n t i a l  Users $ 1 0 . 5 0  per Month 


